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The research aims to investigate the 
relationshipbetween customer satisfaction and the 
willingness of customer to pay for higher level of 
service providedby the Air Asia.Secondary data is 
used to measures the service quality and readiness 
of pay for higher service level in Air Asia. Results 
show that willingness of customer to pay is 
positively influenced by the customer’s satisfaction 
and also service quality in airlines industry. But the 
service quality needs to be highlighted as well as 
can improve the performance of the management 
itself. 
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1.0 INTRODUCTION 
1.1 Research Background 
Olson (1977) said two important factors that 
influence buying behavior, are price and quality of 
service. Malaysian famous low cost airlines namely 
AirAsia had been customer choice and favorite in 
terms of price. Malaysians who do not have the 
opportunity of using aviation transport could do so 
under its philosophy ‘Now Everyone Can Fly. 
Usually, a low price, while contributing positively to 
product/service selection, contributes negatively to 
quality of service expectations. According to Dennett, 
Ineson, Stone, and Colgate (2000) competition 
between airlines had attracted more attention towards 
the service quality offer by airlines. 
Hence, a mutual benefit exists between price and 
service quality. According to Granovetter (1985) the 
mutual benefit derived from price and service quality 
can be analyze and interpret using exchange theory. 
The theory can be used to build simulation of the 
desire to obtain a level of service quality a customer 
desires from a service provider by paying a higher 
price in return. However, maximizing customers' 
perception of service quality and at the same time 
keeping the price constant is often difficult. To 
provide a first insight into this area, this research was 
undertaken to investigate the importance of price and 
service in the context of customer willingness to pay 
for a higher level of service. 
1.2 Scope 
This research aims to investigate the willingness of 
AirAsia`s customer to pay for higher level of 
service provided by the airlines. 
1.3 Problem Statement 
AirAsia Airlines had been famous for its affordable 
price and poor service quality. With the new 
millennium, the AirAsia management had adopted 
“no frills” service concept with online ticket 
reservation, no in-flight food and beverage, shorter 
flight turnaround time, the utilization airports and 
multi-tasking among the service personal. These 
tangible features had contributed poor review on 
service quality provided by the airlines. This 
research will help identify if the customer willing 
to pay for higher level of service provided by the 
airlines. 
 
1.4 Research Question 
 What is the relationship between customer 
satisfaction and willingness to pay? 
 How the service quality and willingness to 
pay are related? 
1.5 Objective 
The main objective of this study is to find out the 
factors affecting the willingness of customer to pay 
for higher level of service. The course objectives 




 To measure the relationship between 
customer satisfaction and willingness to 
pay. 
 To show the relationship between service 
quality and willingness to pay. 
1.7 Limitation 
Despite the fact this study provides a number of 
contribution and implication to airlines industry, 
there are also some limitations. We did take into 
consideration of: 
1.7.1 Time constraint. 
There is limited time to process and gather the 
data. The research can be more reliable if the 
time given for collecting data is much longer. 
Hence different sampling technique can be 
applied to collect the data. 
1.7.2 Limited access to resources 
 
This research relied on convenience sample 
and the sample was collected in a single 
geographic area. The sample respondents may 
vary if the sample collected is in different 
geographic area.. 
1.8 Significant of Study 
 Recognize the role of customer 
satisfaction and service quality on 
customer willingness to pay. 
 Comprehend the ideal price for service 
quality in airlines industry. 
 Improve customer satisfaction towards 
airlines service.  
 
2.0 LITERATURE REVIEW 
2.1 Introduction 
Journals, academic books and published articles 
were accumulating to examine the theories and 
previous empirical studies which are connected to 
this study. This chapter consists of, background of 
the study, relationship between current problems 
and research variables, review on theoretical 
framework and chapter conclusion for chapter 2. 
2.2 Background of Study 
2.2.1 Customer Satisfaction and Willingness to 
Pay 
Customer satisfaction has increase in gaining 
attention in business to measure product or service 
performance. Customer satisfaction can easily be 
defined as customer`s evaluation of their purchases 
and consumption experience with a product or 
service to meet the customer`s needs. (Chen,Chang, 
Hsu, & Yang, 2011). In Marketing literature terms, 
consumer satisfaction can be regard as the 
discrepancy between a customer’s expectations and 
perceptions (Oliver, 1997, as cited in Vázquez-
Casielles, Suárez-Álvarez and Río-Lanza, 2009). 
Consumers are pleased when the brand or product’s 
ostensive performance is the same level or surpass 
consumers’ expectations. In contrast, consumers 
are displeased when there is a huge negative gap 
between ostensive performance and expectation. 
Generally, customers form emotional attachment to 
brands that give them satisfactions (Thomson et al., 
2005). Numerous research studies have come to the 
conclusion that consumer satisfaction is an 
important factor determinant of consumers’ 
willingness to pay for a brand. According to 
Homburg, Koschate and Hoyer (2005) and 
Vázquez-Casielles et al. (2009), consumer 
satisfaction has a strong positive impact on 
willingness to pay and this positive relationship 
follows a nonlinear and increasing returns-to-scale 
function when willingness to pay is plotted against 
consumer satisfaction. This positive relationship 
between consumer satisfaction and willingness to 
pay is confirmed by Seiders, Voss, Grewal and 
Godfrey (2005), whereby they indicate that this  
positive relationship is theoretically consistent with 
attachment theory.  
Thus, some research studies argues that managers 
should put more focus on how consumers ‘feel’ 
about their brand or product as consumer 
satisfaction leads to customer loyalty and 
willingness to pay (Vázquez-Casielles et al., 
2009;Yu and Dean, 2001). Hence, customer 
emotional response, positive feeling, good personal 
experience will determine the satisfaction of the 
service delivered. Hence,emphasis the important 
relationship of customer (student) satisfaction and 
willingness to pay. 
2.2.2 Service Quality and willingness to pay 
Service quality is generally derived by comparing 
service expectations with actual performance 
perceptions (Zeithaml, Parasuraman and Berry, 
1990). According to SERVQUAL, service quality 
has five dimensions 1) reliability, 2) 
responsiveness, 3) assurance, 4) empathy, and 5) 
tangibles (Zeithaml et al., 1990). Findings from 
various studies show that service quality and 
consumers’ commitment are key determinants in 
developing consumer loyalty (Achrol and Mentzer, 
1995, as cited in Fullerton, 2005 Zeithaml, 
Parasuraman and Berry, 1996; Zeithaml, 2000). 
Good service contributes to development of 
consumer satisfaction and consumer loyalty. On 




good service quality will further lead to consumer 
retention as well as willingness to pay premium 
prices (Zeithaml, 2000). This is supported by 
Srinivasan, Anderson and Ponnavolu (2002) and 
Zeithaml et al. (1996), which indicated that service 
quality contributes to willingness to pay and word-
of-mouth promotion. 
The customers are the ones who judge the quality 
of service and assess service quality by comparing 
what they are expected with what they perceive to 
receive. Instead of money, the customers rely on 
what they have to spend to judge the quality of 
service process delivered by the firm. According to 
Pham (2011), improving service quality is a 
conventional way for service firms to gain 
competitive advantage over their rivals.  
 
Hence, by improving service quality lead to 
improving customer satisfaction which in turn 
gaining competitive advantages. 
In his paper “Measuring and Monitoring Service 
Quality at Malaysia Airlines”’ Abdullah (1995) 
points out that the approach of service quality 
studyby Malaysian Airlines are in-flight surveys, 
survey audits, market studies, complaint and 
compliment monitoring, positioning research and 
employee research. 
Abd.Rahim et al. (2006; 2005), and Abd. Rahim 
and Ilias (2005) in their study of service quality in 
higher learning institution stressed that an excellent 
service quality ensures a yield of highly satisfied 
and loyal customers (students). When customers 
are satisfied, they are more likely to return or to 
promote to somebody else to those who helped 
them, while dissatisfied customers are more likely 
to go elsewhere. 
2.3 Relationship between current problems and 
research variables  
2.3.1 Relationship between tangible features and 
customer satisfaction 
According to Zeithamal, Parasuraman and Berry 
(1990), tangible features consist of the appearance 
of physical facilities, equipment, personnel and 
communication material, thereby comprise of some 
of the most important aspects of servicescape. 
Servicescape is used to describe the physical 
surrounding of a service company which includes 
the exterior and interior design as well as ambient 
conditions (Bitner,1992: Wakefield & Blodgett, 
1996). Therefore, it is important for the operators 
to make sure that the tangible and visible aspects of 
the airlines are attractive, clean and comfortable 
(Bruna& Morales, 2008). 
2.3.2 Relationship between schedule and 
customer satisfaction 
According to Hansman (2005), there are few 
problems associated with the weather or even the 
excessive traffic demand that will cause the flight 
schedule to be delayed. Sometimes flight delay is 
mostly due to the overall flight system in a 
nonlinear fashion. The flight can still be measured 
to be on time if the schedule contains sufficient 
slack (Ater, 2007). 
2.3.3 Relationship between ground staff and 
customer satisfaction 
According to Sun and Chiou (2011), the job scope 
of airlines ground staff can be divided Into check-
in, ticket information counters, flight control 
center, lost and found, customs immigration-
quarantine, boarding gate, transit weight balance, 
and load control in the main working space of 
ground staff. 
2.3.4 Relationship between online services and 
customer satisfaction 
Online service can be defined as services that are 
“delivered” over the internet. Important data and 
information may be assessed through online 
service. Even the internet itself is considered by 
some to be online service (Pietroluongo,2012). 
According to Star Online (2011), due to the rise of 
Internet penetration, online shopping through 
internet is a trend in Malaysia. Online shopping 
beats jostling with the crowd and easier to compare 
prices and comparable product online which leads 
to better cost saving (Leong & Lee, 2009). 





Figure 1: Theoretical framework 
There are the factors that influence the willingness 
of customer to pay higher level of service. The 
factors are including the customer satisfaction and 
service quality that provided by Air Asia airlines. 
The researcher also measures the studentideal’s 
prices for service quality in airline industry. There 
are several ways to improve the service quality in 
airline industry such as imposing charges per 
luggage, express boarding charges, work with bank 
for credit card offer, offering transportation 
service, promotion offer to attract more customers 











In the result, the factors that will influence the 
readiness of customer to pay for higher level of 
service arecustomer satisfaction and service quality 
that provided by Air Asia airlines. Even Air Asia’s 
fare is still cheaper, they still need to improve the 
quality to perform well and become the best choice 
among others such as MAS and Firefly. Plus, Air 
Asia should have prepared and more business 
transformation plan to keep survive and success in 
airline industry. 
3.0 RESEARCH METHODOLOGY 
3.1 Introduction 
The research objective is to identify the element 
that affected the willingness to pay for service 
quality in airlines industry. From the literature 
review, elements that affected the willingness to 
pay are identified as customer satisfaction and 
service quality.  
3.2 Research Design 
Due to the nature of the research problem that is  to 
find out the willingness to pay, secondary data is 
used due to limited knowledge in this field. The 
advantages of using secondary data are: 
1. It is economical. It saves efforts and 
expenses. 
2. It is time saving. 
3. It helps to make primary data collection 
more specific since with the help of 
secondary data, we are able to make out 
what are the gaps and deficiencies and 
what additional information needs to be 
collected. 
4. It helps to improve the understanding of 
the problem. 
5. It provides a basis for comparison for the 
data that is collected by the researcher. 
3.3 Data Collection 
In the fields of marketing, the most important 
aspect is the customer. There are many researches 
that stress the important of the relationship between 
customer satisfaction and service quality. Due to 
the nature that objective is to find the relationship 
between quality service and willingness to pay, 
several journals is use as guidance. The data and 
findings from the journal also beused as data and 
findings in this research. 
3.4 Population and Sample 
Successful statistical practice is based on focused 
problem definition. In sampling, this includes 
defining the population from which sample is 
drawn. A population can be defined as including all 
people or items with the characteristic one wish to 
understand. Because there is very rarely enough 
time or money to gather information from everyone 
or everything in a population, the goal becomes 
finding a representative sample (or subset) of that 
population. 
However, thisresearch does not conduct any 
sampling method which required the action of 
calculating the population. The research will use 
comparison data as the outcomes of the research. 
3.5 Research Instruments 
The biggest advantage of using secondary data is 
economics. Someone else has already collected the 
data, so the researcher does not have to devote 
money, time, energy, and other resources to this 
phase of research. Sometimes the secondary data 
set must be purchased, but the cost is almost 
always certainly lower than the expense of 
collecting a similar data set from scratch, which 
usually entails salaries, travel/transportation, etc. 
There is also a huge savings in time. Since the data 
is already collected and usually cleaned and stored 
in electronic format, the researcher can spend most 
of his or time analyzing the data instead of getting 
the data ready for analysis. 
3.6 Data Analysis Method 
Data was analyzed based on the research objectives 
and research questions. The data obtain from the 
secondary data is use for further analysis. The 
result of data, it will be used to define the 
relationship of the variables. 
3.7 Conclusion 
The result from the secondary data can be used as 
alternative method to improving airline`s service 
quality. More research can be done, and more time 
can be spend to help increasing the awareness of 
airline`s company on the relationship between the 
customer satisfaction, service quality and 
willingness to pay. 
4.0 FINDINGS 
4.1 Discussion on secondary data 
The reservation method is to determine passengers’ 
preferred method of making reservations for the 
both airlines. The majority of Malaysia Airlines’ 
respondents (64.1 %) prefer to make their 
reservations through the phone, 33.7 % did a walk-
in and remaining 2.2 % via the internet. In the case 
of Air Asia however, it can be seen that the 




the internet; 30.7 % did their reservation by 
phonewhile the remaining 5.7 % did a walk-in. 
Malaysia Airlines respondents prefer to buy tickets 
directly from tour agency (69.6 %) instead of 
airline office (30.4 %).  
For Air Asia, a large majority forms the 92 % that 
purchase their tickets through Air Asia’s office and 
a very small 8 % that went through a tour agency. 
In case of Malaysia Airlines, 35.9 % flew with the 
same airlines only once over the last six months. In 
the case of Air Asia, 56.8 % of the respondents 
flew the same airline at least once in the same 
duration. Purpose of trip is to determine the exact 
reason for traveling and since it is a school holiday 
week during this survey was conducted, it is 
expected that most of the respondents were 
traveling for pleasure 69.6 % (Malaysia Airlines) 
and 71.6 % (Air Asia). Lastly, Reason for 
Choosing the Airlines;. It is to explore if the 
Malaysian domestic passengers are more receptive 
to service quality or price. It is shown that a 
majority of Malaysia Airlines respondents chose 
service quality at 42.4 %. In the case of Air Asia 
however, a majority of 89.8 % of the respondents 
chose the airline for its pricing. 
The exploratory research is based on the 
differences in brand satisfaction between 
Malaysian Airlines and Air Asia in Malaysia. 
Brand is essential to differentiate the advantage of 
product or services over other. The seven brand 
satisfaction dimensions such as tangibles, price, 
reputation, core service, publicity, word-of-mouth 
and employee were revealed by factor analysis in 
this study. The two main airlines terminals in Kuala 
Lumpur, were chosen as the platform to distribute 
questionnaire. The result of 350 usable 
questionnaires were obtained, and revealed a 
general conclusion that respondents were not 
satisfied with all brand dimensions of both airlines. 
The level of brand dissatisfaction is also higher for 
Malaysian Airlines compared with Air Asia. 
The conceptual framework as shown in Figure 2 is 
derived from the definition of satisfaction; that is, 
the result of the perceived discrepancy between 
prior expectations and the perceived post purchase 
accomplishments (Fecikova, 2004; Liljander and 
Strandvik, 1992; Oliver, 1997; Tse and Wilton, 
1988; Wirtz and Bateson, 1992). The questionnaire 
for both airlines has been designed to identify the 
extent of the gap between customers’ perceptions 
and their expectations of services branding. There 
are three parts of the questionnaire. These are 
respondents’ expectation (Part A), respondents’ 
perception (Part B) and their demographic profile 
(Part C). A total of 30 statements are presented 
each in Part A and B. The measuring scale for the 
variables is interval scale, while nominal scale has 
been used for the respondent’s demographic 
variables. Items are measured, using a six-point 
Likert scale that anchored by “strongly disagree 
(1)” to “strongly agree (6)”.  
 
Figure 2:Derived from the definition of satisfaction 
Upon receiving the questionnaires from the 
respondents, there are only 388 out of 1000 
questionnaire receive giving the response rate of 
39%. The response rate is considered as 
acceptable as previous researches on service 
quality measurement in the airline industry that 
used the similar mail survey questionnaire method 
have response rates ranging from 20% to 40% 
(Prayag, 2007). However, only 350 of the returned 
questionnaires could be used due to incompleteness 
of the information. Data was analyzed using SPSS 
version 16. 
4.2 The relationship between service quality and 
willingness to pay 
Based on the microeconometric model à la 
McFadden (1974) and findings from António G. d. 
M. & José C. V. (2006). Willingness to Pay for 
Airline Services Attributes: Microeconometric 
Evidence from a Stated Preference Discrete Choice 
Model conclude that there is a relationship between 
service quality and willingness to pay. 
Furthermore, the research find that the respondents 
are willing to pay for high level of service, with 
reliability (from level 0 to 1) been the highest 
desirable feature in the list with more than 32 
percent. The finding also proves by analysis the 
result from the Zainol, A. &Romle, Abd. Rahim 
(2007). The Truths of Service Quality (Passenger 
Handling) in Airlines Industry: A Descriptive 
Exploration Between Malaysia Airlines and Air 
Asia. Journal of Global Business Management, 
The, 3 (1).  
The respondents choose Malaysia Airlines for its 
service quality by 42.4% and 56.8% of the 
respondents flew the same airline at least once in 




4.5 The relationship between customer 
satisfaction and willingness to pay 
With the same model in António G. d. M. & José 
C. V. (2006). Willingness to Pay for Airline 
Services Attributes:Micro econometric Evidence 
from a Stated Preference Discrete Choice Model. 
The researcher can also conclude that there is a 
relationship between customer satisfaction and 
willingness to pay. 
The customer satisfaction representative factor is 
comfort which score more than 20 euro or 20 
percent. The finding is in fact allied with findings 
taken from Kee M. W. &Ghazali, M. 
(2003).Branding satisfaction in the airline industry: 
A comparative study of Malaysia Airlines and Air 
Asia found that in general respondents are 
dissatisfied with both airlines. Malaysia Airlines 
obtained a higher score of dissatisfaction compared 
to Air Asia. This is due to dissatisfaction towards 
its price with mean -1.8438, publicity with mean -
0.2486 and word-of-mouth by mean -0.0429. 
5.0 RECOMMENDATION 
There is insufficient information regarding the 
relationship between willingness to pay, quality 
service and customer satisfaction.. With regards to 
this, this research study provides an extensive 
literature review to highlight the important aspect  
that contribute to consumers’ willingness to pay for 
higher level of service. Analysis from secondary 
data has proven that consumer satisfaction and 
service quality are positively correlated with the 
willingness to pay. From a broader perspective, this 
study presents theoretical and practicalimplications 
for the understanding and improvement of 
consumers’ behavior. This study indicates that  
understanding and improving service is essential. 
In addition, the findings in this study highlight the 
influence of perceived values on consumers’ 
willingness to pay for higher level of service.  
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